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TSINGTAO BREWERY COMPANY LIMITED

CONDENSED CONSOLIDATED INTERIM BALANCE SHEET

AS AT 30 JUNE 2008
30 June 31 December
008 2007
Note RMB'G00 RMB 000
{Unaudited)
ASSETS
Non-current asscts
Property, plant and equipment 6 5,799,431 5.608.946
Leasehold land and land use rights 5 806,142 M172
Prepayment for land use rights 17,442 17.442
Iniangible assets 7 235,110 237,269
Interest in associates 29,069 27,882
Deferred income tax assets 175,429 174,783
Avuilable-for-sale financial assets 12,634 20,223
Other long-1erm assets 18.540 11,120
Total non-current assets 7.093,797 6.814,837

Current assets

Inventorics & 2,690,263 2,187,254
Trade receivables 9 99,372 94,199
Bills receivable 10,853 37,294
Deposits. prepayments and other receivables 994,229 1.076.742
Pledged bank deposits 18.567 20,266
I Cash and cash equivalents 2,757,948 1,314,643
| Total carrent assets 6,571,232 4,730,398
|
Total assets 13,665,029 11,545,235
EQUITY
Capital and reserves attributable to the Company's
, shareholders
Share capital i 1,308,219 1,308,219
Oiher reserves Iy 3,823,800 3,632,861
Retained carnings
— Proposed final dividend — 287,808
— Others 661,425 80,297
]
5,793,444 5,509,185
|
Minority interests 370,773 479,150 !
Total equity 6,164,217 5,988,335
| LIABILITIES
Non-current liabilities
I Borrowings and loans 12 1,198,121 96,580
' Deferred income tax liabilitics 115,033 17,035
Deferred government grants 63.840 76,275
Other financial liabilities 41,130 28,286
Total non-current liabilities 1,418,124 218,176

2 nterim Report 2008



TSINGTAO BREWERY COMPANY LIMITED

CONDENSED CONSOLIDATED INTERIM BALANCE SHEET (Cent’d)

AS AT 30 JUNE 2008

Current liabilities
Derivative financial instruments
Trade payables
Bills payable
Accruals and other payables
Advance from customers
Income taxes payzble
Loan due to a sharcholder
Dividends payable
Borrowings and loans

Total current liabilities
Taotal liabilities
Total equity and Liubilities
Net current assets/(linhilities)

‘Total assets less current liabilities

The notes on pages 7 to 27 form an integral part of this condensed interim firancial information.

Naote

30 June 31 December
2008 2007
RMEB 00 RMB OO0
(Unaudited)
20,300 22,801
1,310,882 1,080,803
195,796 207,268
2. 797118 2,172,297
257.266 482,882
251,745 279,227
102,687 109,569
311,333 —
835,301 981,877
6,082,688 5,338,724
7.500.812 5,556,900
13.665.029 11,545,235
488,544 (60%,326)
7,582,341

6,206,511

interim Report 2008
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TSINGTAO BREWERY COMPANY LIMITED
CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2008

Sales

Cost of goads soid

Gross profit

Other gains (net)

Selling and marketing costs
Administrative expenses
Other operating gains/{losses)

QOperating profit

Finance expenses
Share of profits of associates

Profit before income tax
Income tax expense

Profit for the period
Attributable to:

— Sharcholders of the Company
— Minority interests

Earnings per share for profit attributable to the
Sharcholders of the Company during the peried
(expressed in RMB per share)

— Basic and diluted

Dividends

Six months ended M} June

1008 2007

Note RMB 000 RMB (00
{Unaundited) (Unaudited)

(Restated)

4 7,790,667 0,139,438
17 (5.293,239) (3,622,857
2,497,428 2,116,581

16 T1.879 47,520
17 (1.610.684) (1,336,273
17 (362.154) (270.816)
15,117 (11,708

617.586 545204

& (22.111) (11,416)
609 404

596,084 534192

19 (190,519) {230.1656)
405,585 304,026

381,128 268,659

24,427 35.367

405,555 304.026

RMB RAMB

per share per share

20 0.291 0,205
21 287.808 287.808

The notes on pages 7 1o 27 form an integral part of this condensed interim financial information,
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TSINGTAO BREWERY COMPANY LIMITED
CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

FOR THE 31X MONTHS ENDED 30 JUNE 2008

Balance at | January 2007,
as previousty reported

Opening adjustments for the
accounting policy change

Balance at | January 2007,
as restated

Teanslation difference
Profit for the period

Total recognised income
for the period ended
June 2007, ay restated

Adjustment to
appropriations
Dividends declared
Capital contribution from
minority sharcholders
Others

Balance at 3¢ June 2007,
as restated

Balance at 1 Junuary 2008

Translation difference

Fair value loss on available-
for-sale financial assers

Deferred income tax
Liabilities lor available-
for-sale financial assets

Profit for the period

Total recognised income
for the period ended
June 2003

Dividends declared

Purchase of minority shares

Equity component of
convertible bonds, net of
transaglion costs

Dcferred income tax
liabilities for convertible
bonds

Others

Balance at 30 June 2008

1,308,219

3.823.800

(Unaudited)
Attributable 1o sharcholders of the Company
Ace-
Proposed umulated
Share Other fimal (lossesy Minority
capital reseryes dividends profits interests Total equity
RMB0G0 RMB 000 RMB 000 RMB OO0 RAMB'009 RMB 000
1,308,219 3,796,626 187,808 (145.224) 452,194 5,699,723
— (236,203) - 36203 - -
1,308,219 3.560,423 181,808 90.97% 452,194 5,699,723
- 1,013 — — — 1013
— — — 268.659 35,367 304,026
— 1,013 — 168.659 15,367 305,039
- 43.287 — {43.287) — —
— — (287,808) — (29,009 (36,817}
-— — — — 15,703 15,703
— — — — 62 8§62
130821 3,604,723 — 316,351 475,17 5,704,510
1.308,21% 1,632,861 187,808 180,197 479,150 5.984.335
— (169 — - - {164)
— (1.248) — - (343} {1,58%)
— 1,812 — - 86 1,898
— — - 381,128 24427 103,553
— (5.594) — 381,128 4170 399,700
- — (287,808) — (29.725) (317.533)
- (86,993) — — (102,822) (189.815)
— 380,490 — - — 380,490
— {97.426) — — - (97.426)
— 166 — — - 466
— 661,425 370,773 6,164,217

The notes on pages 7 to 27 form an inlegral part of this condensed interim financial information.
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TSINGTAO BREWERY COMPANY LIMITED

CONDENSED CONSOLIDATED INTERIM CASH FLOW STATEMENT
FOR THE S1X MONTHS ENDED 30 JUNE 2008

Six months ended 30 June

2008 2007
RMB' 000 RMB'000
(Unaudited) (Unaudited)
Cash flows from operating activities
Cash gencrated from operations 973,696 1.484,621
Income tax paid {218,52%9) {112,587)
Interest received 10,224 9,440
Cash generated from operating activities — net 765,301 1.381,474
Cash flows Trom investing activities
Acquisition of a subsidiary, net of cash acquired 7.887 —
Purchase of property, plant and equipment,
construction-in-progress and intangible assets (473.210) {383.969)
Acquisition minority shares (180.550) —
Proceeds from sales of property. plant and ¢quipment 2,864 8,826
Cash refund from leaschold deposit 32,439 12,000
Decrease/{increase) in short-term bank deposits and pledged bank
deposits 29.033 {1,861)
| Cash paid for excised derivative financial instruments (4,161) {75)
| Cash flows from investing activities — net (585,708) (367.079)
|
Cash flows from financing activities
Proceeds from borrowings 278,457 318,947
Repayment of borrowings (421.528) (236,877)
Cash received upon issuwance of convertible bonds 1,500,000 —
Transaction cosis paid lor issuance of convertible bonds {35,457 —
Interest paid (26,420) (17.169)
Dividends paid to minority shareholders (23.198) (28,432}
Cash flows from financing activities — net £,271.754 36,469
Net increase in cash and cush equivalents 1,451,437 1,050,864
Cash and cash equivalents at the start of period 1.314,643 1,213,243
Exchange losses on cash and cush equivalents (8,132} (1,529)
Cash and cash equivalents at the end of peried 2.757.948 2,262,578

The notes on pages 7 to 27 form an integral purt of this condensed interim financial informaticen.
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TSINGTAO BREWERY COMPANY LIMITED
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2608

1.

GENERAL INFORMATION

Tsingtao Brewery Company Limited {the *Company™) was estublished in the People's Republic of China
{the "PRC™) on 16 Junc 1993, It obtained a business license as a Sino-foreign joint stock company on 27
December 1995, Its H shares have been listed on the Main Board of the Stock Exchange of Hong Kong
Limited since 15 July 1993 and its A sharcs have been listed on the Shanghai Stock Exchange since 27
August 1993,

The Company and its subsidiaries (together “the Group™) are principally engaged in the preduction and
distribution of beer products. The Company's registered address is No. 36, Dengzhou Road, Qingdao,
PRC.

This condensed consolidated financial information was approved flor issue by the Board of Directors on 19
Augusi 2008,

The English language names of some of the companies referred w in the financial statemems represent
unofficial translation of their registered Chinese names by managemeni and these English language names
have not been legally adopted by these entities.

BASIS OF PREPARATION

This condensed consolidated interim {inancial information for the six months ended 3¢ June 2008 has
been prepared in accordance with HKAS 34, “Interim financial reporting”™, The condensed consolidated
interim financial information should be read in conjunction with the annual financial siatements for the
year ended 31 December 2007, which have been prepared in accordance with HKFRSs,

ACCOUNTING POLICIES
Except as described below, the accounting policies adopted are consistent with those of the annual
financial statements for the year ended 31 December 2007, as described in those annual financial

statements,

Taxes on income in the interim perieds are acerued using the tax rate that would be applicable 10 expeeted
total annual earnings.

The following new standards, amendments to standards or interpretations are mandatory for the first time
{or the financial year beginning | January 2008 but are not currently relevant tor the Group:

*  HK{FRIC) — Int 11, *"HKFRS2, Group and treasury share trunsactions™,
= HR{FRIC) — Int 12, “Service concession arrangements™ and

. HK{IFRIC) — Int 14, "HKAS 19 — The limit on a defined henefit asset, minimum funding
requirements and their interaction”.

The following standards, amendments and interpretations o existing standards have been published but
are not effective tor the financial year beginning | January 20108 and have not been early adopted:

= HKFRS 8, "Operating segments™, effective for annual periods beginning on or after | Janvary
2009. HKFRS 8 replaces HKAS 14, “Segment reporting”, and requires a “management approach™,
under which segment information is presented on the sume basis as that used for internal reporting
purposes. The expected impact is still being assessed in details by management but no significany
impact is expected:

Interim Report 2008
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ACCOUNTING POLICIES (CONT'D)

+  HKAS 23 (amendment), “Borrowing costs™, effective for annval periods beginning on or after )
Januury 2009. This amendment is not relevant to the Group, as the Group currently applies a palicy of
capitalising borrowing costs:

+  HKFRS 2 (amendment), “Share-based payment”, effective for annwal periods beginning on or afier |
January 2001, This amendment is not refevant to the Group’s operation as the Group has currently no
such schemes;

- HKFRS 3 (amendment), “Business combination™ and consequential amendments o HKAS 27,
“Consolidated and separate financial statements™. HKAS 28. “Investments in associales™ and HKAS
31, “Interests in joint ventures”, effective prospectively to business combinations for which the
acquisition date is on or after the beginning of the first annual reporting period beginning on or
after 1 July 2009. Management is asscssing the impact of the new requirements regarding acquisition
accounting, censolidation and associates on the Group;

= HKAS | {umendment), “Presentation of financial statemenis™, effective for annual pericds beginning
on or after | January 2609, Management is in the process of develeping proferma accounts under the
revised dis¢losure requirements of this standard;

+  HKAS 32 (amendment), “Financial instruments: presentation™. and consequential amendments 1o
HKAS 1, “Presentulion of financial statements™, effective for annual periods beginning on or after |
Junuary 2004, This is not relevant to the Group as the Group does not have any puttable instruments;
und

. HK{IFRICY) — In1 13, “Customer loyalty programmes”, effective for annual periods beginning

on or after 1 July 2008, Management is evalualing the effect of this interpretation on its revenue
recognition, und no material changes to the Group's operating results is expected.
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4. SEGMENT INFORMATION

()

Primary reporting format — geographical segment

The Greup's operating activities are mainly conducted in the PRC. An analysis by geographical
segment is as follows:

Turoover
External sales
Intee-segment sales

Results
Segment results

Unallocated expenses, net

Operating profit

Finange costs

Share of profits of
assogiates

Prafiv before income tat
Income tax expense

Profit for the period

Other informatioa

Depreciation

Amortisalion

Property, plaot and
cquipment impairment
losses

{Unzudited)
Siy months ended 30 June 2008
Other

Qingdao Shandang Huubei Huanan
Region Regions Region Region Overseas  Eliminations  Consolidated
RMB'004 RMB'G00 RMB'000 RMB'404 RMB'080 RMB 009 RMB'869

{Note a)

3451542 291,026 1,409,563 2,462,026 170,510 - 1.790,667
122,64 43,251 176,186 33,352 1003 (1,116,535 =
3,580,185 1184277 1,585,349 1,495,378 171,513 (1,226,535} 1.190.667
324,685 31,984 85,461 158,679 19,496 - 146,305
(118.11%)
617,586
(22.11)
609 - - — - - 609
396,084
(190.529)
£05,555
55,431 38,869 40,268 102,295 116 - 157,240
5,496 1407 LR 4,07 - - 13302
— 81 932 - - - LY
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Tarnover
External sales
Intar-segment sales

Results
Segment results

Unallocated expenses, net

Qperating prefit

Finance costs

Share of peofits of
ass0Ciates

Profit before income tax
Income tax expense

Prafit for the period

Other information

Depreciation

Amortisalion

Property, plant and
equipment impairment
lasses
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SEGMENT INFORMATION (CONT'ID)

{a} Primary reporting format — gengrauphical segment (Cont’d)

(Unaudited)
Six months ended 30 June 2007
Other
Qingdao Shandong Huabei Huanan
Region Regicns Region Region Overseas  Eliminmions  Conselidated
RMB000 RAB'DG0 RME D00 RMB00G RMBG00 RMB000 RMB0GD
{Note a}

2676,040 514,439 1412979 1,970,357 163,573 - 6,739,435
54,030 559.190 0718 2,19 — [7136,117) —
2,760,070 1073.679 1,504,697 1,991,5% 165,573 (736,177) 6,739,138
203,500 18.683 2.9 256,910 51,056 — 57748
(26544

5204
{11.416)

44 — - — — — 404
534192
(230,166}

304026

51317 74841 61,760 103,823 332 — 131,098
1,646 1478 4262 13% 19 — 10.960

- —_ 50.000 206 — — 50,206




4.

SEGMENT INFORMATION (CONT D)

() Primary reporting format — geographical segment (Cont'd)

(Vaaudited)
As 11 30 June 2008
Other
Qingdao Shandong Huabei Huanan
Region Regions Region Region Overseas  Eliminations  Consolidated
RMB'000 RMB'000 RME'0D0 RMB'000 RMB'000 RMB060 RME000
(Nore a)
Assets
Segment assels 2.666.91% 2,300,333 1542913 6,098,953 - (2,L61.016) 11,948,052
Interests in assoctates 19.069 - - - - - 29.06%
Unallocated assets 1687928
13,665,014
Liabilities
Segment lisbilitses 1,394,395 924.217 940,079 3,030,905 — (2.190,425) 4,099,171
Unallocated Tiabilities 3401641
7,500,812
Capital expenditure $6.97% 1590 J0.462 170,197 82 — S13.600
As at 3l December 2007
Other
Qinpdaa Shandong Huabei Huanan
Region Regions Region Region Overseas  Eliminations  Consolidated
RMB 00N RMB00G RMB 00O RABOGO RMBOGG RMBG00 AMB 008
{Note g
Assels
Segment assets 2.404,59¢ 2038935 239,711 4,835.985 - (1,045,266) 10,632,964
Interests in associates 17,882 — — — — — 27,882
Unallocated assets §34.389
11,545,235
Liabilities
Segmenl lizbilities 1,138,443 404.075 872,838 L1114 - [1.091463) 1,639,013
Unallocated liabilities 1.917,587
5,556,900
Capital expenditure
— lor the sit months
ended 30 Jane 2007 3,162 200,181 69,195 134,198 563 — 187,199

Segment assets consist primarily of property. plant and eyuipment, intangible ussets, investments
in associates, inventories, trade and other receivables, and cash and cash equivalents, They exclude
deferred taxation, cash and cash equivalents for the corporate use,

Segment liabilities comprise operating labilities. Unallocated liabilities comprise items such as
taxution, berrowings, and derivuative financial instruments.

Capital expenditure mainly comprises additions to property, plant and equipment, leaschold land and
land use rights, and intangible assets.

Note a: The segment represents sales of goods to regions (inctuding Hong Koeng) vul of the PRC
through the Group's overseas subsidiaries or the Group's PRC branches and subsidiaries
established for overscas sales. Scparable segment asseis and liabilities are insignificant to
the Group as a whole,
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SEGMENT INFORMATION (CONT'D)
(b) Secondary reporting format — business segment

The Group is mainly cngaged in the production and distribution of beer products. accordingly. no
analysis of business segment information is provided.

LEASEHOLD LAND AND LAND USE RIGHTS

The Group’s interests in leaschold land and land use rights represent prepaid operating lease payments,
Their net book value are analysed as follows:

As at
30 June 31 December
2008 2007
RMB 00 RME 000

{Ununudited)

Opening 172 676.759
Additions 98,773 59,640
Amortisation (9,803) (17,372}
¥isposals — (1.855)

806,142 17,172

In gddition, as at 30 June 2008, the operating facilities of cerlain subsidiaries of the Group were located
on parcels of allocated land (“Allocated Lands™) owned by certain local municipal governments. The
carrying values of the associated buildings and facilities constructed thergon were approximately
RMB64. 490,000 (31 December 2007: RMB68,136,000). The Company’s directors consider that there is no
significant adverse impact on the operations of the Group and accordingly, no provision for impairment
loss is considered necessary.
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PROPERTY, PLANT AND EQUIPMENT

The movements in property, plant and equipment are as follows:

At 1 January 2007

Cost

Accumulated depreciation and
impairment

Ner book amount

Year ended 31 December 2007
Opening net beok amount
Acquisition of subsidiaries
Additions

Transfers

Dispesals

Depreciation

Impairment charges

Closing net book amaunt

At M December 2007

Cost

Accumulated depreciation and
impairment

Net book amount

ALl Janoary 2008

Opening net book amount

Acquisition of subsidiaries
{Unaudited)

Additions {Unaudited)

Transfers (Unandited)

Disposals (Unaudited)

Depreciation {Unaudited)

Impairment charges {Unaudited)

Closing net book amount
(Unaudited)

At 30 June 2008

Cost (Unaudited)

Accumulated depreciation and
impairment {Unaudited)

Net book amount {Unaudited)

Plant and Moter Other  Construction

buildings Machinery wehicles equipment  -in-progress Totl
RMB GO0 RMBOOG RMB000 RMB 000 RME 000 RMBG0G
29073712 5.675.937 165,100 298,462 228421 9,508,292
(814.970) (3.135,144) (244775} {211,809 — (4,406,698)
2,092,402 2,540,193 150,325 86,653 228421 5.098.594
2,092,402 2,540,193 150,323 86,653 22841 5,098,594
14,400 356 1,610 865 - 17,231
16,403 44,969 28,263 38,259 1.044,347 1,172,243
294,314 728,381 4,29 20,336 (1,047,387) -
(4,109 (17.934) 19.583) (1.301) - {32,921
(80.483) (360,878) (27,698) (36,128) - (505,187
{1,058) {138,101 (1,839) 10 — (141,008)
233190 2,791,586 143.3%6 108,674 225,381 5,608 946
328,238 6,316,520 394,397 344959 225,381 10,496,525
(483.309) (3.518,934) (249.001) (236,313) - 14,887,510
1331929 2,797,386 145,376 108,674 125381 5,608,946
PRA R 1,797,586 145,376 108,674 225,381 5,608,946
- 06 1,550 KAL) - 3,575

2334 16,372 16,549 0,7 404,663 469,641
169,882 149,780 1.960 9.911 {354 -
(6.193) (13.708) {3.303) (1,868) — (1,17
(43.020) (180.629) (14,030) {19,561) - (257,140}
{71} {1,045) (87 16) - (1,219}
1,459,861 1,871,062 150,995 119,012 196,501 5,799.431
1,380,400 6,501,043 404,064 350,448 196,501 10,842,456
{920,539} (3.627,981) (253,069) (241.436) — {5.043.025)
1459861 1.873,062 150,995 119,012 196,501 5,799,431

As at 30 June 2008, approximately RMI34,684,000 (31 December 2007: RMB37,002,000) of machinery
had heen pledged as security for RM 315,000,000 bank loans of the Group (Note 12).
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PROPERTY, PLANT AND EQUIPMENT (CONT'I))

As at 30 June 2008, ownership certificates of certain buildings (“Building Ownership Certificates™)
for certain buildings of the Group with respective carrying values of approximately RMBS39.148.000
(31 December 2007: RMB434,336,000) had not yet been obtained by the Group. The Group are in the
process of applying for certain buildings with carrying value of upproximately RMB446,062,000. After
consultation made with the Company’s legal adviser, the Company's directers are of the view that there is
no legal restriction for the Group to apply for and obtain the Buildings Ownership Certificates and Land
Certificates. Other buildings with carrying value of upproximately RMB93,086,000 are currently not in
the application process as the Group cannot locate certain necessary documents. The Company's directors
are of the view, afler making reference te a legal opinion, that this situation will not prevent the Group
from possession of such facilities, and there will not be any significant adverse impact on the operations
of the Group. Accordingly, no provision for fixed assets impairment is considered necessary,

Machinery includes she following amounts where the Group is a lessee under a finance lease:

As at
30 June 31 December
2008 2007
RME'100 RMB Q00

(Unaudited)

Cost — capitalised finance leases 10,214 10,214
Accumulated depreciation (830) (380)
Net book amount 9,384 9,634

Included in prior year additions were certain assets purchased by a subsidiary of the Group from a local
third party brewery company (the “Vendor™) at a purchase price of approximately RMB123 million. After
the purchase, that subsidiary was advised by the Vendor that one of its major creditors (“the Creditor™)
had a claim against it for the transaction and the subsidiary might be involved in the future setilement
of the dispute. As at the date of approval of the financial statements, no formal claim had been lodged
against the subsidiary nor the Group. The directors of the Company consider that it would oot lead 1o any
significant contingent liabilities nor adverse financial impact to the Group.
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INTANGIBLE ASSETS
Technology 1
Trademarks know-how Software
Goodwill (i) (ii) and others Total
RME OO0 RAMB By RMB 000 RMB 00O RAMB 00O

At 1 January 2007
Cost 320,228 115,092 18,629 42,022 495,971
Accumulated amortisation and

impairment loss (197.411) (39.677) (14.305) (12,085} (263.478)
Net book amount 122,817 75415 4,324 29,937 232,493
Year ended 31 December

1007
Opening net book amount 122,817 15.415 4,324 29,937 232,443
Additions —_ — — 19,3719 19,379
Amortisation — [CIk)] (1.863) (3,372) {5,648)
Disposal — (8,955 — — (R.955)
Closing net book amount 122,817 66,047 2,461 45,944 237,269
At 31 December 2007
Cost 320,228 106,137 18,629 61,401 506,395
Accumulated amortisation and

impairment loss (197,411} (40,090 (16,168) (15,457) (269,126)
Net book amount 122,817 66,047 2,46) 45,944 237,269
Six months ended 30 June

2008
Opening net book amourtt 122,817 66,047 2.461 45,944 237,269
Additions (Unaudited) — — — 1,340 1.340
Amonrtisation {Unaudited) — 207) {931) {2.361) (3.499)
Clasing net book amount

{Unaudited) 122,817 65,840 1,530 44,923 235,110
AL 3 June 2008
Cost (Unaudited) 320,228 106,137 18.5629 62,741 507,735
Accumulated amortisation

and impairment loss

(Unaudited) (197.411) (40,297} (17.,099) (17,818} (272.625)
Net book amount {Unaudited) 122.817 65,840 1.530 44,923 235110

(i) Trademarks

(i)

Trademarks mainly include the "TSINGTAO BEER™ trademark which was injected by the founding
shareholders into the Company on 16 June 1993 as their capital contributions. The recorded value of
the trademark was assessed based on the results of a vuluation approved by the State-Owned Assets
Administration Burcau of the PRC. The directors of the Company are of the vicw that the trudemark
has an indetinite useful life and it is subject 10 annual impairmenl assessment but not amortisation.

Other trademarks were acquired as a result of acquisitions of certain subsidiaries. They are amortised
over their estimated useful lives ranging from 5 to 10 years, The costs of these intangible assets were
recognised according to their fair respective values at the dates of acquisition.

Technology known-how

Technology know-how was injected by a mirority sharcholder of a subsidiary into that subsidiary
during its re-organisation. 1t was recorded at a value agreed among all the shareholders of that
subsidiary and is amortised over an expected period of inflow of economic benefits of §0 years,
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INVENTORIES
As at
30 June 31 December
2008 2007
RMB'000 RMB 0G0
{Unnudited)
Raw materials, packaging materials and auxiliary materials 2,166,594 1,796,609
Work-in-progress 306,082 233,496
Finished goods 217,587 157.149
Inventories, net 1,690,263 2,187,254

The cost of inventories recognised as expense and included in cost of goods sold amounted te
appreximately RMHB3.622.494,000 (30 June 2007 RMI33,028,731,000).

Approximately RMB57.682.000 of the carrying amount of inventories of the Group were stated at their net
realisable amounts.

TRADE RECEIVABLES

As at
30 June 31 December
2008 2007
RMEB 000 RMB OO0

(Unaudited)

Associates 40,849 45,518
Accounts receivables due from distributors 14,996 14,996
Other trade debiors 293,824 268.538
349,669 329,052
Less: provision for impairment of receivables (250,297) (234 853)

99,372 94,199

The aging analysis of trade receivables was as follows:

30 June 2008 31 December 2007
Provisien Balznce Provision Balance
for after for after
Amount bad debis provision Amount bad debis provision

RMB'006 RMB'060 RMBG00 RMB'00D RMB 000 RMB 000
{Unaudited) (Unaudited)  (Unaudited)

Less than 1 year 95925 (389) 95,836 91,382 {443) 90,939
I 10 less than 2 years 1.659 (1,280} 2,319 3,835 {987) 2.848
210 less than 3 years 3850 (2,995) B5S 330z {3,156) 146
Over 3 years 246,135 (245,633) 602 230,533 {230.267) 266
Total 34%.669 (250.297) 99,372 329,052 (234.853) 94,199

The majority of the Group's domestic sales are transacted at cash on delivery terms. For export sales
transacted out ot the PRC, they are mainly covered by letiers of credit. Credit is only granted to customers
with good credit history. There is no concentration of credit risk with respect to the trade receivablbe
balances since the Group has a lorge number of customers which are rationally dispersed.

The net book value of accounts receivable approximated to its fair value as at 30 June 2008,

The Group makes specific bad debt provision against its doubiful trade reccivable balances based on the
credit stotus of the customers and the existence of any evidence which indicutes that a portion or the full
amount of the outstanding balance is uncollectible.
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1.

SHARE CAPITAL

As at 30 June 2008, the authorised registered share capital of the Company was RMBI,308,219,178 (31

December 2007: RMBI,308,219,178) of RMBI each.

30 June 2008

31 December 2007

RMB 000 s

(Unandited)

Nunber of
hares ('000)
(Unaudited)

Number of
RMB'00G  shares ('000)

PRC public shares subject to restriction 417,395 417,395 417,395 417,395
PRC public shares (A Shares™) 235,755 2357558 235,755 235,755
Overscas public shares (“H Shares™) 655,069 655.069 655,069 655,069

1,308,219 1,308,219 1,308,214 1,308,219

As at 30 June 2008, all issued share capital had been fully puid up.

. OTHER RESERYES

{Unaudited)

Cumulative
Share Capital Surplus translation
premium reserve reserve  adjustments Total
RMB 000 RAH 00 RMB00G RME 000 RMB 600
rote aj
Balance at 1 January 2007,
as previous reported 3,058.231 65,753 669,637 3,008 3,796,626
Opening adjusiments for the
accounting policy change — — {236.203) _ {236,200
Balance at 1 January 2047,
as restated 3,058,231 65.753 433,434 3,003 3,560,423
Adjustments to appropriations — — 43,287 — 43,287
Translation difference — — — 1013 1,013
Balance at 30 June 2007 3,058,231 65,753 476,721 4,018 3,604,723
Balance at | January 2008 3,058,231 75,508 495,219 3,903 3,632,861
Fair value loss on available-for-
sale financial assets — (7,246) — — (7.246)
Deferred income tax liabilities
for available-for-sale financial
assels — 1,812 — —_ L8112
Equity component of convertible
bonds, net of transaction costs — 380,490 — — 380,490
Deferred 1ax arising on initially
stating the convertible bonds at
fair value — {97.426) — — (97,426)
Acquisition of minority interests
in subsidiaries (rote b (86.,993) — — — (86,993)
Others — 466 — — 466
Translation difference — — — (164) (164)
495,219 3738 3,813,800

Balance at 30 June 2008 2,971,238 353,004
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OTHER RESERVES (CONT'D)
Note:

(a) Surplus reserves

According te the Articles of Association of the Company and the Company Law of the PRC, the
Company has to set asidec 10% of its net profit afler taxation vnder the PRC accounting standards for
the statutary surplus reserve (except where the reserve balance has reached 50% of the paid-up share

capital of the Company).

(b) During the period, the Company purchased 23.9% minorily interest of Tsingtao Brewery Xi'an
Han’s Group Company Limited at a consideration of RMBI171,000,000, 10% minority interest of
Tsingtae Brewery (Xuzhou) Pengcheng Company Limited st a consideration of RMBIL0,370,000
and 5% minority interest of Tsingtac Brewery (Rizhuo) Company Limited at a consideration of
RMB7,740,009 from the minarity shareholders. The differences between considerations paid and
the relevant shares acquired of the carrying value of net assets of the subsidiaries arc deductied from

equity.

BORROWINGS AND LOANS

Non-current
Long-term bank loans
Convertible bonds
Finance lease liabilities

Less: Current portion of long-term bank loans
Current portion of finance lease liabilities

Current

Short-term bank loans

Current portion of long-term bank loans
Current portion of finance lease liabilities

Total borrowings and loans

Interim Report 2008

Note

fa)
(h)
fe)

(e}

{a)
{a)
fe)

As at
30 June 31 December
2008 2007
RMB’000 RMB'00G
(Unaudited)

92,986 101,070
1,161,761 —
8,521 8,291
1,203,268 169,361
(1,941} (10.216)
(3,206} (2.565)
1,198,121 96,580
830,214 971,096
1,941 10,216
3,206 2,565
835,361 983,877
2,033,482 1,080,457




12, BORROWINGS AND LOANS (CONT'D)

(a) Bank loans

30 June 2008 31 December 2007
Shori-term Long-term Short-term Long-term
bank loans  bank leans Taotal bank loans bank loans Total

RMB'0a8 RMB'000 RMB'200 RMB'000 RMB RO RMB'I02
{Unaudited) (Unaudited} (Unaudited)

Repayabie:
— Within 1 year #30.214 1,941 812,155 971,096 10.216 981,312
i — Between | and 2 years — 1293 1,293 —_ 1269 2269
— Between 2 and § years - 11.87% T7.879 - 77,807 77,807
— Over 5 years - 10,873 10,873 — 10,778 10,778
. 830,214 91,986 923,200 97109 101,070 1,072,166
Less: Portion due within | year (830,214 (1.941) (832,135} {971,096} {10.216) (981.312)
: Long-term portion — 91,045 91,045 - 50,854 90,854

As al 30 June 2008, loans of the Group amounting 1o approximately RMB14,466,000 and
RMB7,519,000 were guaranteed by the Beijing Development and Reform Commiltee and the Beijing
Branch ef Bank of China, respectively,

|

‘ As at 30 June 2008, approximately BRMEBI3000,000 (31 December 20670 RMB20,000,000) of the
loans of the Group were secured by machinery with an aggregate carrying value ol approximately
} RMB34,684.000 (3] December 2007 machinery of approximately RMB37.002.000),

As a1 30 June 2008, approximately RMRB19,000,000 (31 December 2007: RMB14,500,000) of the loans
of Tsingtae Brewery Yulin Company Limited were guaranteed by Tsingtao Brewery Xi'an Han's
Group Company Limited.

The carrying amounts of the borrowings are denominated in the following currencies.

As at
30 June 31 December
2008 007
RMB 000 RMB'000

{Unaudited)

RMB 485,893 623977
Hong Kong dollar 72,367 61), 888
US dollar 342,955 365,230
Euro 14,466 14,284
Danish Krone 7.519 71.787
923,200 1,072,166

All the loans of the Group are subject to the market interest rate changes except the loans dominated
in Danish Krone and Euro which are interest free {"Interest Free Loans™).

The effective interest rates at the balunce sheet date for the loans denominaled in RMB, HKS and
US§$ were 5.28%, 3.06% and 4.41% per annum, respectively. The directors consider that the carrying
amount of these borrowings approximated to their respective fair values as at 30 June 2008, The tair
value of the Interest Free Loans was approximately RM1316,542,000.

interest expense on borrowings and loans [or the sia months ended 364 June 2008 is approximately
EMB44,405,000 (30 June 2007 RMB17,717,000).

As a1 30 June 2008, the Group bad aggregate unulilised shorl term loan facilities of approximately
RMB1,600,000,000 (31 December 2007; RMBIL400,000,000), All are expiring within a year with
floating interest rates to be charged on the amount to be drawn down.
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1. BORROWINGS AND LOANS (CONT'IM
(b} Convertible bunds

The Company issued 15,000,000 0.8% convertible bonds with attached warrants subscription rights at
a par value of RMIB1, 500,000,000 on 2 April 2008. The bonds will mature 6 years {from the issue date
at their nominal value of KMBI1, 500,000,000 The holders of the bonds have warrants subscription
rights to subscribe newly issued A shares ol the Company at the rate of 7 shares per bond. The values
of the liability component and the equity conversion component embedded in the bond offer were
determined at the date of issuance of the bonds,

‘The fair value of the liability component, included in non-current borrowings. was calculated using
a market interest rate for a non-convertible bond in the market with equivalent terms. The residual
amount, representing the carrying value of the bonds after deduction of the fair value of the liability
component, represents fair value of the equity conversion option, is included in sharcholders® equity
under cther reserves. net of the attributable transaction costs.

The convertible bonds recognised in the balance sheet is calcutated as follows:

RMEB 000G
Face value of the convertible bond issued on 2 April 2008 1.500,000
Equity component (389,702)
Transaction costs atiributable to liability component (26,245)
Liability component on initinl recognition at 2 April 2008 1.084.053
Interest expenses 17,708
Interest paid —
Liability component at 30 Junc 2008 1,101,761

The fair value of the liability component of the cenvertible bond at 30 June 2008 amounted to
approximately RMBIIO1.761.000, The fair value is calculated using cash flow discounted at the rate
of 6.1%.

{c) Finance case liabilities

As at
30 June 31 December
2008 2007
RMEB'000 RMB 0G0

{Unaudited)

Less than | year 3,206 2,565
1 to less than 2 years 2,565 2,565
2 to less than 3 years 2.565 2.565
Over 3 yeurs 1,922 3.205
10,258 10,900
Less: Portion due within 1 year (3.206) (2.565)
Finance lease liabilities 7.082 8,133
Less: Unearned finance income (1,737 {2,604}
5.315 5,726
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13, DERIVATIVE FINANCIAL INSTRUMENTS
As at 30 June 2008
Assets Liabilities
RMEB 000 RMB'000
(Unaudited) {Unaudited)
Forward foreign exchange contracts — 10,300
Derivatives are initially recognized at fair value on the date a derivative contract is entered into, and these
derivative instruments were remeasured al their fair value as at 30 June 2008. The revaluation gain of
these contracts held at period ended which remained at open position was approximately RMB2,501.000
and i1 had heen charged to the income stalement.
14, TRADE PAYABLES
The aging snalysis of trade payables (including umounts due to related parties) is as follows:
As at
30 June 31 December
2008 2007
RMB'000 RMB 000
(Unaudited)
Less than | year 1,287,495 1,057,195
1 to less than 2 years 4,17¢ 7379
2 to less then 3 years 11,123 8,891
Over 3 years 8,094 7.338
1.310,482 LOB0,803
15. BILLS PAYABLE

All the bills payable balances of the Group as at 30 June 2008 are of maturily within six months.
Approximately RMBI5,405,000 (31 December 2007: RMBI6,116,006) of bank deposits of the Group
denominated in Renminbi had been pledged for the issuance of these bills, and approximately
RMB76,718.000 of the bills issued by the subsidiaries as at 30 June 2008 (3] December 2007
RM1319.396,000) were guaranieed by the Company. The Dircetors are of view that the carrying amount of
the bill payable as at period ended approximated to their fair valee.

. OTHER GAINS — NET

Six months ended 30 June

2008 2007
RMRB 000 RAMB 000
(Unaudited) {Unaudited)
Derivative instruments:
— foreign exchange forward contracts not qualified for hedge
accounting 1,501 (2.516)
— realised loss on foreign exchange forward contracts {4.161) (75)
Interest income 10,224 9,440
Government grants (i) 69.315 40,671
77879 47,520

(iy In connection with the acquisitions of certain subsidiaries of the Group in prior years, the Group
entered into various agreements with the relevant municipal governments that these subsidiaries
could enjoy certain financial incentives granted by the governments, mainly including linancial
subsidies determined with reference to the amounts of taxes paid by these subsidiaries.
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19.

22

EXPENSES BY NATURE

Expenses included in cost of goods sold, selling and markeling costs and administrative expenses are
analysed as follows:

Six menths ended 30 June

2008 2007

RMB 000 RMAB'B

{Unaudited) {Unaudited)

Changes in inventories of finished goods and work in progress (133.024) (82,838)
Raw materials and consumables used 3,755,518 3,111,569
Employee henefit expenses 733,638 534,298
Depreciation, amortisation and impairment charges 270,542 320,263
Transporiation expenses 273,814 208,110
Advertising costs 255,050 248,040
Utilities 313,096 255,340
Other expenses 1,797,443 1,635,164
Total cost of sales, distribution costs and administrative expenses 7,266,077 6,229,946

. FINANCE EXPENSES

Six months ended 30 June

2008 2007

RMB0O00 RMB 008

{Unandited) {Unaudited)

Interest on loans 44,559 20,825
Net foreign exchange translation gains (22,448) (4,409

22,111 11,416
TAXATION
(1) lncome tax expense

Six months ended 30 June

008 2007
RMEB'000 RAMB OO0
{Unaudited) (Unaudited)
(Restated)

Current income tax
— Hong Kong profits tax (i) 3.098 3773
— PRC entcrprise income tax (if} 185.607 226,455
Deferred income tax 1,824 (62)
190,529 230,166

(i) Hong Kong profits tax

Hong Kong profil tax has been provided at the rate of 16.5% (2007: 17.3%) on the estimaled
assessable profit for the year.
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19. TAXATION (CONT'D)

(a)

Income tax expense {Cont'd)

(ii} PRC enterprise income tax (“EIT")

EIT is provided on the estimated ussessable income of the year caleulated in accordance with the
refevant regulations of the PRC afier censidering all the available tax benefits from refunds and
allowances.

Adoption of Enterprise Income Tax Law in the PRC:

The PRC Enterprise Encome Tax Law {(“EIT Law™) was effective on | January 2008, and
applicable income tax rate of entities within the Group currently is be subject 10 25% from
I January 2008. According to Guo Fa [2007] No.39, “Circular of the State Council on the
Implementation of Transitional Preferential Enterprise Income Tax Policies™, from | January
2008, the lower preferential tax rates enjoyed by certain cnterprises shall gradually be increased
to the statutory tax rate of 25% within 5 years frem | January 2008, while entities previously
applying 24% EIT rate of 24% has been adjusted 10 23% from 1 January 2008. The effect of
this change has been reflected in the determination of deferred tax asscts/liabilities as at 31
December 2007.

For entities which are still entitled to unutilized tax holidays (including two-year exemption
and three-year half rate) under the then existing preferential tax treatments, the unutilized tax
holiday is allowed to be carried forward to 2008 and future years until their expiry. However, if
an entity has not vet commenced its tax holiday due to its loss position, the tax holiday is deemned
to commence rom 2008 onwards.

Tax concessions and holidays entitled hy the Group:

Xiamen Company, Songjiang Company, Changsha Company, Yulin Coempany, Five Star
Company, Three Ring Company, Fuzhou Company and Nunning Company were approved as
enterprises with fareign investment and therefere, they are exempt from EIT for two years
starting from the first year of profit-marking after offsetting prior year tax losses, followed by
a 50% reduction for the next three consecutive years thercafter. 2008 is the fifth profitable year
of Xiamen Company, the third profitable year of Songjiang Company and the second profitable
year of Changsha Company and Fuzhou Company. For other subsidiaries which have not got
commenced the tax heliday due to their loss positions, the tax holiday is deemed to commence
from 2008 onwards. Accordingly, EIT expense for Xiamen Company was provided at a reduced
rate of 9%; EIT expensc for Songjiang Company was provided at a reduced rate of 12.5% while
Changsha Company, Fuzhou Company and other subsidiaries described were exempt from the
income tax for the current year.

Huanan Sales Company, Huanan Holding Company, Shenzhen Asahi and Dongnan Sales
Company were established in Shenzhen and Xiamen Special Economic Zones for the PRC where
they conduct their operations. Accordingly, they are subject to EIT at a reduced rate of 18% in
2008,

Other subsidiaries of the Group which are established and operating in the PRC are subject to
EIT at a standard rate of 25% based on their respective assessable income for the year.

Tax concessions und helidays entitled by the Company for previous years:

In accordance with an approval document dated 18th April 1994 issued by the State
Administration for Taxation ("SAT™) of the PRC, net profit earned by the Company is subject to
EIT at 15%, which is effective from the date of establishment of the Company and until there is
further changes of the relevant laws and regulations. The Company also received a confirmation
from the Finance Bureau of Qingdao on 23 March 1997 that this preferential tax treatment would
not be terminated until further notice.

On 5 July 2007, the Company became aware of a notice which was issued by SAT in June 2007
(the “Notice™) regarding the preferential tax treatment granted to nine state-owned enterprises
listed on the Stock Exchange of Hong Kong Limited in 1993 {including the Company).
According to the Notice, the relevant local tax authorities are required to immediately rectify
the expired preferential tax trearments adopted by the Company and 1ake appropriate action on
the differences of income taxes collected in prior years arising therefore in accordance with the
applicable rules and provisions under the promulgated Law on Tax Collection and Administration
of the PRC.
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20.

24

TAXATION (CONT'D)
(a} Income tax expense (Cont'd)
(i} PRC enterprise income tax (“EIT} (Cont’d)}

On 15 April 2008, the Company was infermed by the governing local tax bureau that the
applicable EIT rate for the year ended 31 December 2007 was adjusted from 15% to 33%. The
PRC EIT for the year ended 31 December 2007 of the Company was hence provided at 33% in
the financial statements. The Company has not been notitied by any tax authorities regarding the
cxposure of prior years. The directors are of the view that the final outcome cannot be reliably
estimated and, therefore, ne pravision for potential EIT exposure in prior years had been made in
the financial statements.

The EIT expenses for the six months ended 30 June 2007 has been resiated and increased by
approximately RMB78,914,000 so as to reflect the abovementioned change in the applicable EIT
rate.

{b) Value-added tax (*VAT")

According to “the Peeple’s Republic of China Valuc-added Tax Temporary Regulations”™ (“VAT
Regulations™), the Group is subject to output VAT calculated at {7% of the domestic sales value of
tangible gocds. In addition, it is subject to a refund of 13% on its export sales of products based on
an “cxempt, credit, refund” policy enacted. The Group also pays input VAT on its purchases of raw
materials and auxiliary maierials which is deductible against output VAT on its sales in order 1o
arrive at the net VAT amount payable to the PRC government.

(¢} Consumption tax
Beers production, manufacturing consignment and beer product importation activities undertaken
by the Group are subject to consumption tax in the PRC, For beer with an ex-factory price (including
packaging materials and related deposits) of RMB3,000 or above per ten, the consumptien 1ax is
RMB250 per ton. For all other beer sold below that price, the consumption tax is levied at RMB220
per lon.

EARNINGS PER SHARE — BASIC AND DILUTED

Earnings per share is calculated by dividing the profit aticibutable to equity holders of the Company by
the number of ordinary shares in issue during the year.

Six months ended 30 June

2008 2007

(Unaudited} (Unaudited)

Profit attributable to sharc holders of the Company (RMB 70G) 381,128 268,659
Number of ordinary shares in issue fthousends) 1,305,219 1,308,219
Basic carnings per share fRMB per share) 0.291 0.205

The diluted earnings per share information was the same as basic for 2008 and 2007 as there were no
dilutive potential ordinary shares as of 30 June 2008 and 2007,

The Company issucd convertible bonds with aitached warrants subseription rights during the period.
Though the contingently issuable shares of the Compuny due te the exercise of the warrants subscription
rights by the bonds holders may potentially dilute basic earnings per sharc in the future, the exercise price
of those rights is higher than the prevailing share price of the Company as at 30 June 2008 and therefore,
they were not included in the caleulation of diluied earnings per share for the period.
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23,

DIVIDENDS

During the period, a final dividend for 2007 amounting to RMB287,808,000 (dividends per share:
RMB®.22) were approved in Arnual General Meeting held on 10 June 2008. The Board of Directors do
not recommend the payment of an interim dividend for the period (30 June 2007: nil).

CONTINGENCIES

(a) Pursuant te certain policies for housing reform issued by the State Council of the PRC and Qingdao

(b)

©

Municipal Government in 1998, the policy of allocating staff quarters by the Company as welfare
benefits of its employces was terminated. In replacement, qualified employees are to be compensated
in the form of monetary housing subsidies. As at 30 June 2008, no formal plan had yet been
developed by the Group and no plans had been announced by the Group to their employees in respect
of the arrangements. After obtaining the relevant legal advice, the Company’s board of directors is
of the opinion that the Group had no obligation 10 make any payment er provision for such monetary
housing subsidies as at 30 June 2008 and there is no reasonable basis to accrue for any potential
liabilities.

As described in Note 19, the directors are of the view that the potential income tax liabilities prior to
2007 arising from the cancellation of the previous preferential tax concessions could not be reliably
estimated and therefore no provision wus made.

As at 30 June 2008, the Group had provided guarantee of RMB22,000,000 in favor of an associate of
the Group for its bank loans.

COMMITMENTS

(a) Capital and other commitments

(b

—

The Group's and the Company’s commitments is primarily related 1o construction of fixed asscts,
acquisition of subsidiaries and other activities which were contracted but not provided for in the
financial statements. Details are as follows:

As al
30 June 3t December
2008 2007
RME'000 RMB 008
{Unaudited)
1,098,581 1,853,617
Note:  These commitments mainly relate to conslruction of new breweries and increase in

production capacity as well as for raw materials purchase.
Operating lease and other commitments
As at 30 June 2008, the Group had future uggregate minimum lease payments under non-cancelable

eperating leases of land and buildings as well as other commitments associated with its operating
activities as follows:

As at
30 June 31 December
2008 20107
RMB 000 RMB OO0
{Unaudited)
Not later than one year 1.069 23
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24. RELATED PARTY TRANSACTIONS

26

Parties arc considcred to be related if one company has the ability, direcily or indirectly, to cencrol the
other company or exercise significant influence over the other party in making financial and operating
decisions. Parties ure also considered 1o be related if they are subject to common control or commen
significant influence.

{a) The following major transactions were carried out with related parties in the hal{-year:

Six months ended 30 June

2008 2007
RMB'000 RMB'000
(Unaudited) (Unaudited)
Purchases frem related companies
— Associates 12 892
Sales to related companies
— Associates 169,510 107.993
Construction services provided to the Group
— Tsingtao Beer Construction Co.. Ltd. — 2,251
Logistics services previded to the Group {including paid on
behalf)
— Associates 174,628 132,345
Guarantee provided in favour of an associate of the Group
— Tsingtao Beer and Asahi Beverage Co Ltd 22,000 15,000
Interest paid to
— Tsinglao Beer Group Company 2.476 1,780
Purchase the minorily interest of subsidiaries from
— Tsingtao Beer Group Company 20,600 —

All the above transactions with related parties were carried out based on terms agreed between the
Group and the related companies.
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24. RELATED PARTY TRANSACTIONS (CONT'D)

{b) As at 30 June 2008, the Group had the following significant balances maintained with related parties:

()

30 June 31 December

2008 2007

RMB'G08 RMB 000
(Unaudited)

Incleded in:

Trade receivable and other long-term assets accounts
— Assaciates 10,744 30,413

Deposits, prepayment and other receivables
— Associates 164 969
— Other related parties 10,305 14,315

Other payables and long-term payables

— Anheuser-Busch Companies, In¢ (“A-B Company™) (i) 102,887 109,569
— Associates 24,875 18,088
— Other related parties 17,333 31,657

Sales deposits
— Associaltes 5,832 6,156

Short-term louns {rom
— Tsingtao Beer Group Company 82,000 70,000

Except for those mentioned in notes (i) and (ii) below and except for the shert-term loans, the Group's
current balances maintained with related parties are all unsecured. non-interest bearing and with no
fixed repayment terms.

(i) As at 30 June 2008, the Company had extended certain advances and loans, amounting to
approsimately RMB2,082,460.000 (31 December 2007 RMB2.704,878,000), to subsidiaries
threugh entrusted loan arrangement made with banks in the PRC .

(it In October 2003, a subsidiary of the Company, Hong Kong Company entered into a loan
agreement with Anheuser-Busch Companies, Ine {"A-B Company™) that Hong Keng Company
borrowed a loan of USD3135,000,000 (equivalent to approximately RMBL02,887,000 (the “Loan™)
from A-B Company. The Loan is interest-bearing at 1% per annum, unsccured and repayable
within 5 years, The Company has undertaken 1o guarantee the repayment of the Loan.

Key management compensation

Six months ended 30 June

2608 2607

RMBEB'000 RMB 000

{Unaudited} {Unaudited)

Basic salaries, allowances and benefits-in-kind 3,330 1,704
Retirement fund contributions 177 140
3,507 1,844

Key management personnel are those persons, in 1otal 18 persons, having authority and responsibility
for planning, direeting and controlling the activities of’ the Group, including directors and other
senior management personnel.
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TSINGTAO BREWERY COMPANY LIMITED
SUPPLEMENTARY INFORMATION

RECONCILIATION OF DIFFERENCES BETWEEN PRC GAAP AND HKFRS

The Group has prepared a separate set of financial information for the period ended 30 June 2008 in
accordance with “dccounting Standards for Business Enterprises (2006)” and relevant regulatiens (“PRC

GAAP”) for shareholders of A shares of the Company.

Differences between PRC GAAP and HKFRS give rise lo differences in the reported balances of assets,
liabilities and net profit of the Group. The financial ¢ffects of the material differences between PRC GAAP

and HKFRS are summarised and explained in the following table:

Impact on the consolidated net assets:

Net assets as per accounis prepared under PRC GAAP
HKFRS adjustments:

Net assets attributable to the Company’s shareholders as per finuncial
statements prepared under HKFRS

Impact on the consolidated net profit:

Nei prefit under PRC GAAT

HKFRS adjustments:

Additional depreciation charges arising from differences in accounting
of assets valuation under PRC GAAP and HKFRS

Others

Profit attributable to sharcholders of the Company under HKFRS
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As at

30 June 31 Becember
2008 2007
{Unaudited)}

5,793,444 5,509,185

5,793,444 5,509,185

Six months ended 30 June

2008 2007
{(Unaadited) (Unaudited)
381,128 287,852

— (18,434)

— (799

381.128 268,659




MANAGEMENT DISCUSSIONS AND ANALYSIS

(1} REVIEW OF OPERATIONAL RESULTS FOR THE FIRST HALF OF 2008

For the first half of 2008, due (o the negative factors including the tightened currency policy, natural
disasters and the high cost of raw materials in China, the national beer industry realized its total sales
volume of 196.48 million hl, which increased 5.6% only (data resource: National Bureau of Statisties
of China} and was lower than the growth rate of 16.2% in tast year. During the reporting period, the
Company realized 26.86 million hl of accumutated sales volume, which increased 5%; in accordance with
Hong Kong Financial Reporting Standards, its sales revenues reached RM37.791 billion, which increased
15.6%: profits atiributable 10 sharcholders reached RMB0.381 billion, which increased 41.9%.

Facing the slow growth of market share, and price hike such as raw materials, packaging material, lahor
and energy, the Company eased certain pressure brought by price hike through further deepening its
organizational reform by adjusting the prices of some products, optimizing the product mix. adjusting
production techniques and using new materials to keep the steady growth of the major economic
indicators in the first half year. During the reporting period, the Company made obvious progress in
brand integration. As a result, the sales volume of its top 4 brands (Tsingtao, Shanshui, Laoshan and
Hans) reached 24.8 million hl, which was accounted for 92.4% of the total sales volume of the Company
and increased 30%; in which, the sales volume of Tsingtao reached 11.1 million hl, which increused 22%:;
draf1, small bottled and canned high-quality beer increased 21.8%. 30.2% and 19.3% respectively. In
the first hall year, the revenues of per thousand litre of beer increased 10%, while the gross profit of the
Company increased 0.7 percent point.

In 2008, the theme of this year's Olympic marketing activities is “releasing the passion™ It put inte
more cffarts in the marketing and sales with the epportunities brought by the Beijing Olympic Games.
Therefore, the Company had planned and carried out a series of activities such as “Nationwide Olympic
Caravan™, “Tsingtao Olympic Expericncing Center™, *Tsingluo Beer — CCTV City Show™, and “Tsingtae
Beer — | am the Champion®, 1o promote, based on these activities. the implementation of its “Threc-in-
one” marketing strotegy, further expand the brand impact of Tsingtao beer, increase its sales volume and
optimize its products mix.

(INDANALYSIS TO PRINCIPAL BUSINESS AND OPERATIONS OF THE COMPANY
1. Table of Principal Business by Geographical Markets

Unir: RAMB 000

Increase/

| Region Turnever Decrease
%)

(ingdao 3,580,185 29.71
Shandong Province (excluding Qingdao) 1,184,277 16,30
North China 1,585,849 5.39
South China 2495378 25,30
Exports 171,513 159
Sub-total 4,017,202 2030
Less! Intra-group set-offs 1,226,535 62.20
Total 7,790,667 13.60

The Group is muinly engaged in the production und sales of beer,
2. Cost of Sales

It the first half of 2008, the Group's cast of sales was RMHB35.293 billion which increased 14.5% from
the previous year mainly due 1o the expansion of sales scale und price hike of raw materials.
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Expenses during the Period

(1) In the first half of 2008. the sales expenses of the Group was RMB.611 billion, which increased
20.5% mainly due to more expenses in advertising expenses including Olympic marketing and
brand promotion, and in marketing fees.

{2) In the first half of 2008, the administrative expenses of the Greup was RMBO0.362 billion, which
increased 33.7% mainly due to the set-otf of RM[30.046 billion of the welfare fees in the previous
years pursuant to requirements in the China’s letest acceunting policies. Regardless of the above
factor, the administrative expenses incurred in this reporting period increased RMB0.045 billion
which mainly due to an increase of RMB®.033 billion of remunerations to the management team
and RMB0O.016 billion of taxes including land utilizing tax.

(3) In the first half of 2008, the financial expenses of the Group was RMB22.11 millior, which
increased 93.7% mainly due to the payment of RMBIZ.71 millien of intercsts for the bonds with
warrants issued in April 2008.

Other Gains

I the first half of 2008, the Group's other gains were RMB77.88 million, which increased 63.9%

mainly due to the increase of goveramental allewance obtained by the subsidiaries during the

reporting period.

Income Tax

En the first half of 2008, the income tax of the Group was RMBI191 million, which decreased 17.2%

as the tax rale of 25% applied by the parent company during the period was lower than that of 33%

during the same period in last year.

As the income tax rate for the parent company in 2007 was adjusted from 15% to 33%, therefore, the

net profit during the same period in last year was that being calculated and adjusted with the tax rate

of 33%.

Impacts to the income tax duc to changes of incame 1ax rate in 2007

Unit: RMB 600

First Second TFhird Fourth
Item Quarter Quarter Quarter Quarter Total
Tax fees payable 45,050 33,690 61,960 34,510 175,210
Deferred income tax assets 2,240 (2,070) {8,410) 8,240 —
Increased Amount of income tax 47,290 31,620 53,550 42,750 175,210

Interpretation of Composition of Assets/Liabilities

(1) Currency Funds
By the end of the first half of 2008, the currency funds of the Group was RMB2.777 billion,
which increased 108% from the beginning of 2008 mainly due to the proceeds of RMB1.5 billien
from issuing the bonds with warrants during the period.

(2} Inventories

By the end of the first half of 2008, the inventories of the Group was RMBZ.69 billion, which
incrcased 23% from the beginning of 2008 mainly due to the increase of storage of raw materials,
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(5}

Bonds Payahle

By the end of the first half of 2008, the increased and confirmed bonds payable of the Group
were RMBL.LO1 billion from the beginning of 2008 mainly due to the issuance of bonds with
warrants during the reporting period.

Deferred Income Tax Debrs

By the end of the first half of 2008, the deferred income tax debts of the Group was RMBO.115
billion, which increased 5375.3% from the beginning of 2008 mainly due to the deferred inceme
tax debts of RMBO.1 billion confirmed by the bonds with wurrunts issued during the reporting
period.

Bank Borrowings

By the end of the first half of 2008, the total bank borrowings of the Group had reached RMB923
million including RMB830 million of medivm and short term borrowings, and RMB92.986
million of long term borrowings including RMBL.941 million of borrowings within 1 year,
RMB2.293 million of borrowings ot 1-2 years, RMB77.879 million of borrowings of 2-5 years
and RMBI10.873 million of borrowings of over 5 years.

By the end of the first half of 2008, the bank borrowings of the Group in currencies had included
RMB485.893 million of borrowings in Renminbi, RMB72.367 million of borrowings in Hong
Kong Dollars, RMB342.955 millien of borrowings in US Dollars, RMBI14.466 million of
borrowings in Eure, and RMB7.519 millien of Danish Krone.

All borrowings of the Group may be affected by the fluctuation of interest rate in the market.
Howcever, the borrowings in Danish Krone and Euro are free of interest, and the valid annual
interest rate on the settlement date for the borrowings in Renminbi, Hong Kong Dollars and US
Dollars are 5.28%, 3.06% and 4.41% respectively.

Analysis of Cash Flew

1}

(2)

&)}

By the end of the first half ef 2008, the net amount of cash flow [rom business activities of the
Group was RMB0.765 billion, which decrcased RMBO0.616 billion or 44.6% from RMBI1.381
billion during 1he same period in lasi year. It was mainly caused by the growth of production and
sales scale, inerease of storage of raw materials, and increase of expenses in Olympic marketing,
brand promotion and transportation fees.

By the end of the first half of 2008, the net amount of cash flow produced from investing
activities of the Group was -RMB(.586 billion, whick decreased RMBO0.219 billion from
-RMB(.367 billion during the same period in last year. It was mainly caused by the purchase of
minority shares in its subsidiaries like Tsingtao Brewery Xi'an Hans Group Company Limited
and the purchase of long-term assets due 10 the expansion or relocation of its subsidiaries under
the governmental instructions.

By the end of the first half of 2008, the nct amount ot cash flow frem fund raising activities of
the Group was RMB1,272 billion, which increased RMBIL.236 billion from RMB0.036 billien
during the same period in last year. It was mainly caused by the issuance of bonds with warrants
during the reporting peried.
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[nvestments

By the end of the first half of 2008, the Company had increased i1s investments to its subsidiarics as
follows:

(1) To increase RMB360 million to its wholly-owned subsidiary Tsingtao Brewery {Jinan) Company
Limited which muke its registercd capital reach RMB360 million.

(2} To increase RMBS0 million to its wholly-owned subsidiary Tsingtac Brewery (Chengdu}
Company Limited which make its registered capital reach RMB200 million.

(3) To increase RMB220 millien to its subsidiary Tsingtao Brewery Company Limited No. 3 which
make its regisiered capital reach RMB230 million.

(4) To increase RMB240 million to its subsidiary Tsingtao Brewery {Xuzhou) Pengcheng Company
Limited which make its registered capital reach RMB245 miliion.

(5) To increase RMB280 million to its subsidiary Tsingtao Brewery {Rizhao) Company Limited
which make its registered capital reach RMB290 million. The process of change of registration
at the State Administration for Industry and Commerce has been completed in July 20608,

(63 The Company purchased 23.9% of sharcs in Tsingtao Brewery Xi'an Hans Group Company
Limited held by Xi'an Industrial Assets Company Limited for the price of RMBI71 million. The
procedures for change of registration at the State Administration for [ndustry and Commerce
has been completed on 25 January 2008, Tsingtao Brewery Xi'an Huns Group Company Limited
became the wholly-owned subsidiary of the Company after the procedures.

Debt/Capital Ratio

By 30 June 2008, the Group's debi/capital ratio was 17.1% (1.9% by 30 Junc 2007), the formula for
calculating the debt/capital ratio is: total amount of long-term borrowings/(total amount of long-term
borrowings + shareholders’ equity atiributable 10 the parent company).

Charge of Assets

By 30 June 2008, the RMBI13 million of bank facilities with mortgages of the Group was comprised
of the morigages ol net amount of around RMB34.68 million of machines and equipments {By 31
December 2007, the RMB2(} million of bank facilities with mortgages of the Group was comprised of
the mortgages of ret amount of around RMB37 millien of machines and equipments, and RMBI(}.4
million of raw materials.).

Risk of Flexible Exchange Rate
As the Group currently relies on the imported barley among the raw materials in its production of
Tsingtao beer, so the change of exchange rate would indirectly affect the price of raw materials used

by the Group. and thus bring certain impacts to the earning ability of the Group.

The continuous hike of the exchange rate of Renminbi would also bring certain negative impacts to
the exports of the Group.
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Cuntingent Liabilities

{1} Pursuam to certain policies for housing reform announced by the State Council and Qingdao
Municipal Government in 1998, the policy of allocasing staff quarters as welfare benefits te its
employees was terminated, In replacement, qualified employees are to be compensated with
monetary housing subsidies. As of 30 June 2008, no formal plan had yet been worked out by the
Group or the Company, ner any plans in respect of such arrangement had been annocunced by
the Group or the Company to their employees, After consulting its lawyers, the Directors of the
Company were in the opinion that bath the Group and the Company were not liable to and had
not made any payments for such monetary housing subsidies, and there was no reasonable basis
for the Group and the Company 10 acerue for any potential liabilities.

(2) As stated in Note 9 1o the Consoliduted Financial Statements, the issues for income tax
of the previous years of the Group were still pending for resolution, The Directors of the
Company censider that there is no significant adverse impact on the operation of the group and
accordingly, no provision for the tmpairment loss considered necessary.

(3} As of 30 June 2008, Isingtao Brewery Company Limited No. 5, the subsidiary of the Company,
had provided guarantee for RMB22 million of bank facility of Qingdao Tsinglav-Asahi Company
Limited for the period from 16 fuly 2007 to 15 July 2008,

Employees Information

By the end of the reporting period, the Company (including its subsidiaries) had a total of 29,921
employees. The remuneration policy of the Company is based on the principles of “remuneration
being determined with reference te the position™ and “incentive being determined with reference
to the performance”, and is in {ine with the market practices, The Company sets a rcasonable runge
of the amount of emoluments with reference 1o the market rate and adopted such range in a flexible
manncr, and provides suitable welfare package 1o i1s employees in accordance with the relevant State
laws and regulations, and pays attention to their personal development. The Company takes seriously
about its employees” education and irainings by putling inte more efforts in the establishments of
education and training system, and carrying out the suitable and eftective training programs based
on the Company's nceds. The training includes: improving the comprehensive managing level of
the management team, improving the employees’ professional skitls for their own positions, and
providing further education for the professional technicians. In the tirst half of 2008, the accumulated
number of times the persons who attended the trainings reached 4,191,

As of 30 June 2008, the Company had not set up a share option scheme for the Company’s employees.

(HI)PROSPECT FOR THE SECOND HALF OF 2(H8

For the second hatf year, by facing the figrcer pressure of hike of costs, and based en the current situation
ot the national and international macro-economy and the momentum in the national beer industry, the
Bourd of Directors of the Company has adjusted its operational goal in 2008 (hat its growth of sales
volume would be over 2 percent point higher than that of 1the national beer industry during the sume
perind. 1n the next half of 2008, the Company would go on to take active measures to respond 1o the more
and more complicaled competitien. On one hand, it would ulilize the procecds from the issuance of bonds
with warrants to create new production capabilities, and 1o lurther expand the marken w increase its sales
volume by focusing on the Olympic marketing: on the other hand. it would further improve its capability
in integrated operations and professional function management, to maintain a long-term sustainable
development of the Company.
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Dividends

The Company shall not distribute interim dividends for the six months ended on 30 June 2008 purseant to
the provisions in the articles of association of the Company.

During the reporting period, the Company did not involve in any new events of significant litigations and
arbitration,

For the case of the 999 Group bringing an action demanding the Company, Tsinglao Brewery {Xuzhou)
Pengcheng Company Limited, Xuzhou Burcau of Finance and Xuzhou Light Industry Assels Operations
Company 1o jointly repay its principal and interests totaling RMBI2.14 million ever disclosed in the
Company’s 2007 annual report, Xuzhou Inmtermediate People’s Court had made initial judgment on 29
April 2008 of denying all requests raised by the 999 Group.

The Company acquircd 23.9% shurcholdings in Tsingtao Brewery Xitan Hans Group Company Limited
{*TB Hans™} held by Xi‘an Indusiriai Asscts Operations Co., Ltd. (*Industrial Co.”} through open
transaction in Xi'an Property Ownership Trading Center, According to the result of public bidding, the
Company acquired such shares for the price of RMBI71 million, and signed the share transfer agreement
with Industrial Co. on 28 December 2007. The Board of Directors (including the Independent Directors)
of the Company believed thai, the transaction was in line with the Company's development strategics,
bencficial to the Company for strengthening its centralized management over TR Hans 1o further
improving the organizational structure and brands integration in the west-north market, It determined the
acquisition price based on the net asset value of TH Hans appraised by the appraisal firms, and also teok
inte account of its operational situations and earning sbility The transaction price was fair and reasonable,
and was in line with the interests of the Company und its sharcholders as o whele. For details of the
transaction, please refer to the announcement published on 4 January 2008 in China Securities Journal,
Shanghai Securities News and Securities Times, gnd on the website of stock exchange where the Company
15 listed. Gn 2% January 200K, the registration process for transfer of above shares was completed in
the State Administration for Industry and Commerce of Xi'an, and TB Hans became a wholly-owned
subsidiary of the Company.

On 26 May 2008, the Company and Tsingtao Brewery Group Company Limited (“Group Company™)
entered into an agreement pursuant to which the Company sgreed (o acquite the minority shares in its
22 controlling subsidiaries held by the Group Company through open transaction in Qingdao Property
Ownership Trading Center for the consideration of RMI376.94 million. The pricing was determined
with reference to the appraised netl assets value of the 1arget companics as at 3t March 2007 by two
independent PRC assets appraisal firms and the net profit or loss of the target compantes tor the six
months ended on 30 September 2007, The Company made the payments to the account designated by
Qingdao Property OGwnership Trading Center within § working days after the agreement took into effect
under the approval of ¢ingdao Property Ownership Trading Center. The Board of Directors (including
the Independent Directors) of the Company believed that, the transaction was in line with the Company’s
development strategies, beneficiat to the Company for strengthening its centralized management over its
subsidiaries and reducing the related party transactions. It determined the acquisition price based on the
appraised net asset value of the subsidiarics, and alse took inte account of their operational situations and
curning ability. The transaction price was fair and reasonable, and was in line with the interests of the
Company and its sharcholders as a whole, For details of the transaction. please refer 1o the announcement
on the websites of stock exchanges where it is listed.

Under the Entrusted Operation and Managememt Agreemens and its supplementary agreement signed
between the Company and the Group Company, the Company went on to manage the Group Company’s
80% stake in Tsingtae Brewery (Yangzhouw) Company Limited (“Yangzhou Company™) as its custodian
and included it into the consolidating scope of financial statements during the reporting period. Save as it,
there is no other issues of custody of the Company.
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Fsingtao Brewery No, 5 Company Limited, the Company's controlling subsidiary, previded connected
guarantee for its associaled company Qingdao Tsingtao-Asahi Company Limited (in which it held 40%
stake), in respect of louns in the total amount of RMB22 million offered by No. 1 Shibei Sub-branch of
GQingdao Branch of the Communications Bank Co., Lid. Save as it. all external guarantees provided by the
Company during the reporting period were for the bank loans and current borrowings for its subsidiaries
under the approval of its Beard of Directars.

Under the approval of the China Securitics Regulatory Commission, the Company issued bonds with
warrants with a 6-year term in the totul value of RMBLS bitlion (the “offering proceeds™) to qualified
investors of A-shares in Shanghai Stock Exchange on 2 April 2008, The separated bonds und warrants had
been traded respectivety in Shanghai Stock Exchange on |8 April under the approval of Shanghai Stock
Exchunge.

The face value Tor each bond is RMBIOG with interest rate of 0.8%. 11 will pay the interest ance per year.
and repay the principal in one-off when it expires, The bends with warrants are atiached with 1otally 105
million warrants whese exercising price is RMB28.06/share. Each 2 warrants represent the subseribing
right for | A-share issued by the Company. The exercising period will be the trading days between 13
October 2009 and 19 October 2009 (the warrants are not ailowed to be traded during the caercising
period).

During the reporting period, the Company had accumulativety utilized RMBIL.15 billion of the offering
proceeds, The remaining RMB0.35 billion of 1he oftering proceeds was deposited into a savings account
of the bank designated by the Compuny.

According to the notice from the 1ax authority in Qingdae in April 2008, the applicable income tax rate
for the Company for 2007 was 33% (the previous income tax rate applicable to the Compuny was 15%). As
at the date of disclosure of this Report, the 1ax authority has not made any decision on how to settle the
income tax before the year 2007, The Company will issue further arnouncement as and when appropriate
upon receipt of any further information. Pursuant to the new Enterprise Income Tax Law of the People’s
Republic of Ching which came into effeet on | Junuary 2008, the income tax rate applicable to the
Company for 2008 is 25%.

The Company held its 2007 annual general meeting on 10 June 2008 to elect members of the 6th Board
of Directars, in which Mr. JIN Zhi Guo. Mr, WANG Fan, Mr. SUN Ming Bo, Mr. L1U Ying Di and Mr,
SUN Yu Guo were Executive Directors, Mr. Stephen J. BURROWS and Mr. Mark F. SCHUMM were
Non-exccutive Dircetors, Mr. FU Yang, Ms. LI Yan. Mr. POON Chiu Kwek and Ms. WANG Shu Wen
were Independent Directors; to elect Mr, DU Chang Gong, Mr. L1U Qing Yuan, Mr. ZHONG Ming Shan
and Ms. Frances ZHENG Supervisors as Sharcholders Representative ot the 6th Board of Supervisors,
Besides, Mr. TENG An Gong, Mr. CAQ Xiung Dong and Mr. XUE Chao Shan were elected Supervisors as
Stalf Representative by the Company's Staff Congress, and formed the 6th Board of Supervisors with the
aforesaid Supervisors as Sharcholders Representative. The above Directors and Supervisors will serve for
a term of three years from the date of being elected.

Al the first meeting of the 6th Board of Dircetors held on the same day, Mr. JIN Zhi Guo was elected
Chairman of the Company, Mr. WANG Fan and Mr. Stephen ). BURROWS Vice-chairman. At the first
meeting of the 6th Board of Supervisors held on the same day, Mr. DU Chang Gong was clected Chairman
of the Board of Supervisors for a term of threc years from the date of being elected.

Al the first meeting of the 6th Board of Directors of the Company, it appointed Mr. SUN Ming Bo
President of the Company, Ms. YAN Xu Vice President of the Company & President of Muarketing Center,
Mr. FAN Wei Vice President of the Company & President of Production Center; Ms, JIANG Hong,
Mr. SUN Yu Guo, and Mr. ZHANG An Wen Viee President, Mr. DONG lian Jun Chiel Brewer of the
Company, Mr. YU Jia Ping Vice President of Production Center, Mr. YANG Hua Jiang Vice President of
Marketing Center. The service term of the aforesaid senior management is 3 years from the date of being
appointed by the Board of Directors. It alse appointed Mr. ZHANG Xue Ju Secrctary Lo the Board of
Dircetors, and Mr. ZHANG Rui Xiang Representative for Securities Affairs of the Company, for o term of
three years fram the date of being appointed by the Board of Directors.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED

SECURITIES

The Company and any of its subsidiaries did not purchase, sell or redeem any of its listed securities during 1he

reporting period,

CHANGES IN SHARE CAPITAL AND SHAREHOLDINGS OF

SUBSTANTIAL SHAREHOLDERS

1. Changes in Shares

There were no changes in the total number of shares and the share capital structure of the Company.

2. Sharcholdings of Substantial Sharcholders

As of 30 June 2008, the total number of sharcholders of the Company was 50,850, According 1o the
information publicly available to the Company, and within the knowledge of the Directors of the Company,
the Company has complied with the requirements of the Rules Governing the Lixting af Securities on The
Stock Exchange of Hong Kong Limited (the "Listing Rules”) and maintained a sufficient public float of

over 25% of the issued share cupital.

(1) The shareholdings of 1op 10 shareholders

Increase/
Decrease
during the
Reporting
Sharcholder's Name Period
Tsingtao Brewery Group Company 0
Limited ("Tsingtao Group™)
HKSCC Nominees Limited -26.000
A-B Jade Hong Kong Holding (]
Coempany Limited {(“A-B Hong
Kang™)
Law Debenture Trust (Asia) 0

Limited {the *Trusiee™)

China Jianyin Investment
Company Ltd.

Dacheng Blue Chip Steady
Securities Investment Fund

National Social Security Fund 08

Industrial Trend [nvestment Mixed
Securities Investment Fund

National Social Security Fund 102

Industrial Global Vision Stock
Securitics Investment Fund
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Tutal
Number of
Shares Held

399.820.000

198.230,072

261,643,836

91,575,342

17,574,505

12,529,000

12,500,000

11,654,478

10,099,942

8,052,408

Percentage
(%)

30.56

22.80

20.00

7.00

1.34

0.96

0.96

.89

0.77

0.62

Class of
shares

A-share
with sales
restriction

H-share

H-share

H-share

A-share
with sales
restriction

A-share

A-share

A-share

A-share

A-share




(2} The Sharcholdings of Top 10 Shareholders of Shares withour Sales Restriction

Sharcholder’'s Name

HKSCC Nominees Limited

A-B Jade Hong Kong Holding Company Limited

Law Debenture Trust (Asia) Limited

Dacheng Blue Chip Steady Securities Investment Fund
National Social Security Fund 108

Industrial Trend Investment Mixed Securities
Investmem Fund

National Social Security Fund 102
Industrial Global Vision Stock Securities Invesiment Fund
Boshi Thematic Sector Stock Securities Investment Fund

Yinhua Core Value Advantage Stock Sceurities
Investment Fund

Number

of Shares
witheut Sales
Restriction Held
298,230,072
261,643,836
91,575,342

12,329,000

12,500,000

11,654,478

10,099,943

8,052,408

7,759.901

5.816,16l

Class of Shares

il-share

H-share

11-share

A-share

A-share

A-share

A-share

A-share

A-share

A-share

Explanation ftor the connected relationship or acting in concert among the above sharcholders: A-B
Company holds 261,643,836 shares of H-share through its whelly-owned subsidiury A-B Hong Kong,
The Trustec is arranged under the entrusted voting to hold 91,575,342 H-shares, and undertakes
such voting right under the written instruction of Tsingtas Group., while the financial interests
including the dividends, profit distribution and payments delivery of these shares are processed under

instructions of A-B Company.

Save as disclosed above, the Company is unaware if there is any other connected relationship among
these top 10 sharcholderss or if they are parties acting in concert.

Nuote: The H-shares held by HKSCC Nominees Limited were held on behalf of various clients.
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(3) Substantial Shareholders of H-shares

Save as disclosed below, the Directors of the Company arc not aware of any persons other than a
[¥irector or Supervisor or chief executive of the Company or hisfher respective associate(s) who, as
a1 30 June 2008, had an interest or short position in the shares or underlying shares of the Company
which was recorded in the register to be kept under Scction 336 of the Securities and Futures
Ordinance (Cap. 571, Laws of Hong Kong) {(the “"SFO™);

Nomber of Asa Asa
shares/  percemiage of percentage
underlying the entire afall
Name Natere Class of Shares  Capacity Nore shares  isswed capital H Shares
State-owned  Long Position  A-Share Corporate 1 399,820,000 30.56% NiA
Assels A-Shares
Supervision
and Long Position  H-Share Seciion 317 12 351,210,178 1.00% 3392%
Administration Agreement H-Shares
Commission
of the People’s
Government
of Qingdao
[“SASACQT)
AB Company  Long Position  H Share Corporate/ 1.2 353,249.178 TL00% 5392%
Beneficiary of a trust H-Shares
Loag Position ~ A-Share Section 317 Agreement 1 399820000 30.56% NiA
A-Shares
JPMorgan Chase Long Position  H-Share Interest of controlled 3 52,300,007 100% 795%
& Co. corporations! H-Shares
Beneficial Onner/
Interest in H-Share [nvestment Managed/ 19,413,837 225% 1.49%
a lending poal Custodian H-Shares
Short Position  H-Share Beneficial Owner 1,406,000 0% 0.21%
H-Shares
Notes:
(1) An undertaking agreement (“Undertaking Agreement™) hetween SASACQ and A-IB Company

(2}

3)

(4

dated 21 October 2002 constitutes ap agreement under section 317 of the SFO. For the purposes
of the duty of disclosure, in the casc of an agreement to which sectien 317 applies. each party to
the agrecment is deemed to be interesied in any shares comprised in the relevant share capital
in which any other party to the agreement is interesied apart from the agreement. Accerding
to the Novation Apreement in respect of an Undentaking Agreement dated 21 October 2002
signed between SASACQ, A-B Company and Tsingtao Group on 19 April 2007, all rights and
abligations of SASACQ under the Undertaking Agreement have been novated to its wholly-
owned subsidiary, Tsingtao Group. All of the aforesaid A-shares held by SASACQ were also
transferred to Tsingtao Group on 4 April 2007. For the details of the transfer of shares, please
refer to the announcements published in the PRC and Hong Kong on 6 February, 27 March and
11 April 2007.

The 353,219,178 H-shares which were deemed 10 be interested by A-B Compuny were held by
its wholly-owned subsidiaries. Of which, 91,575,342 [I-shares were allotied 10 a voting trustee
pursuant 1o the Voting Trust Agreement,

The Shares in which JPMorgan Chase & Co. was deemed to be interested were held through
various intermediate holding companices.

For the latest disclosure of interests filings for the Company’s substantial shareholders, please
refer to the “Disclosure of Interests’ section on the website of Hong Kong Exchanges and
Clearing Limited ("HKEx"} (www.hkex.com.hk}).
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| SHAREHOLDINGS OF DIRECTORS, SUPERVISORS AND CHIEF

EXECUTIVE

There were no changes tor the Company's shares held by Directors, Supervisors and chiel executive during
the reporting period. As of 30 June 2008, Mr. SUN Ming Bo held 1,840 shares, Mr. L1U Ying Di held 5,894
shares, Mr. FAN Wei held 3,476 shares, Mr. DONG Jian Jun held 92 shares, Mr. ZHANG Xue Ju held 1,179
shares, and Mr, CAO Xiang Dong held 2,358 shares in the Company. The shares held by the above persons are
of Listed A-shares.

Save as disclosed above and as of 30 June 2008, none of the Directors, Supervisors, chief cxecutives of the
Company and his/her respective associate(s) had any interests and short positions in the shares, underlying
shares and debentures of the Company or any associated corperations (as defined in Part XV of the SFO,
which was recorded in the register required to be kept under section 352 of the SFOQ or otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited pursuant to the Model Code for Sccurities
Transactions by Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of the Listing Rules.
Neither the Company nor any of its subsidiaries has entered into any arrangements during the reporting period
to enable any of the Directors, Supervisors and chiel executive to obtain benefits from purchasing shares of
the Company.

For the latest disclosure of interests filings for the Directors and Supervisors of the Company, please refer to
the “Disclosure of Interests” section at the website of the HKEx (www.hkex.com.hk).

MODEL CODE

The Company has adopted the Mode! Coude and the Adminisirarion Regulations of the Company's Shaves
held by Directors, Supervisors and Senior Management of the Company and its Changes formuluted by the
Company as its codes of conduct and standards in respect of securities transactions by the Directors. Specitic
enquiries were made with ull Directors who had confirmed that they had complied with the Mode! Code and
its codes of conduct and standards regarding Directar’s securitics transactions at all applicable time during the
reporting period.

COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company had been emphasizing to the corporate governance and itg transparency. Under the requirements
on corporate governunce raised by the regulatory authority, the Company had been improving its internal
control Lo realize a stundard and highly efficient operations to ensure that its sharcholders may oblain rewards
from sound corporate governance. During the reporting period, the Company had been in compliunce with the
provisions in Appendix 14 of the Code on Corporate Governance Practices of the Listing Rules.

REVIEW OF THE UNAUDITED INTERIM REPORT

The Audit & Finance Committee under the Board of Directors of the Company has reviewed the Company’s
unaudited 2008 interim report.

By Order of the Board of Directors
JIN Zhi Guo

Chairman

‘ Qingdao, the People’s Republic of China
19 August 2008
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